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PROBLEM

To execute (a) an Authorization Amendment of the Commodity Export Program
(CEP), 306-0205, adding $5.5 million for a new 1ife of project level of $30
million and (b) a waiver of competition and CBD notice for an amendment adding
$9,540,000 to contract No. 306-0205-C-00-6011-00 with the American
Manufacturers Export Group (AMEG).

DISCUSSION
A. Commodity Export Program Project, 306-0205

The initial Activity of Approval Memorandum (AAM) for the Commodity Export
Program proposed a program funding level of $47,500,000. However, a review by
this office of anticipated budget levels and competing demands for funds
resulted in our recommendation to the Assistant Administrator for a Project
Authorization of US $24,500,000. The activity was accordingly authorized at
that level. A contract then was entered into with AMEG at a level of
$23,960,000.

It since has become apparent that greater program activity levels than were
originally envisioned are and should be carried out under this project. By
the close of FY 1987, the following obligations and/or commitments have been
made against the authorized levels:

a. Overall AMEG contract - $19,931,000 (Note that this figure —
funding of $1,071,000 provided under the DOD Afghan Humanitarian Re11ef

rroject - 30b- 0206)

b Commodity procurement 1ine item - $15,464,330 (of the $15,464 330 in
project funds allocated for commodity procurement, only about $300,000
remains available).

The project was substantially without funds as of the end of FY 1987, We
budgeted $15.2 million for the project in FY 1988, of which we already
obligated $5,000,000 into the AMEG contract. At this time the project is
again in need of funding. An assessment of performance to date and projected
requirements supports the immediate need for an Authorization Amendment of
$5,500,000 to a total authorized life of project funding of $30,000,000 to
permit the further obligation of FY 1988 funds.
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In our assessment AMEG has effectively utilized funds to date. There will,
however, be a full project assessment/redesign analysis of this project this
spring. It is expected that this project exercise will identify and correct
the inadequacies in final projections under the original Authorization and
better reflect the evolving operational characteristics of this project.
While recognizing the need for a review of both the financial basis and
operational changes in the project, we are of the opinion that there should be
no relaxation of project activities or project momentum in anticipation of
this project assessment/redesign. For program purposes, it is important that
there is no delay in continued timely inputs of needed resources to support
the project and its implementation through AMEG. Additional commodity
procurements must be undertaken in the near future to fulfill project
objectives and take advantage of the critical summer season.

88 State 012329 points out AID/Washington's concern regarding the level of
dependency which the entire AID/REP program has on AMEG as the sole contractor
of the CEP project and procurement agent for all AID/REP contractors. This
dependency is of particular concern in view of current issues regarding the
AMEG overhead rate. AID/Washington suggests the search for an alternative
source of services. We share AID/Washington's concern regarding the level of
dependency aspect. Our view is that consideration of alternative or
complementary sources of service must be done in awareness of both the
short-term and longer-term consequences of whatever action we might consider.

In the short-term, any major change in the organization of services would have
drastic impacts on the implementation of the project. For reasons discussed
below under Timitations of Competition, and also because any re-organization
of contract services would, by definition, introduce delays in the procurement
plan for the CEP and other projects, any action affecting the AMEG contract
over the next 4-5 months is not advisable. At the same time the planned
assessment/redesign, scheduled to begin mid-March, will offer the opportunity
to reflect upon the requirement for contract services in 1ight of possibly
changed program requirements stemming from new political realities affecting
the project. In preparation for the arrival of the assessment/redesign team,
we will prepare an option and issues paper regarding the procurement and
logistics functions supporting the AID/REP portfolio.

Other than as set forth above, there are no significant policy 1ssues to be
addressed at this time, B P AU

88 State 012329 (attached) provides AlD/Washington's concurrence tor your
executing an interim amendment of the authorization to increase the project
funding level from $24.5 million to $30 mil1ion prior to the formal assessment
and redesign of the project.

Delegation of Authority No. 652 dated October 10, 1986, authorized you to
amend Project Authorizations not to exceed a 1ife of project amount of more
than $30 million when no significant policy issues are presented.

It is recommended that you approve an Authorization Amendment for the
Commodity Export Project by $5,500,000 to increase the project LOP to $30
million. Other than as noted above, there are no significant issues to be
addressed at this point.
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B. LIMITATION OF COMPETITION - American Manufacterers Export Group Contract

In August of 1986, the Assistant Administrator for Asia and the Near East
approved negotiation of a contract with the American Manufacturers Export
Group (AMEG) for the implementation of this project on a non-competitive
basis and without publication of a CBD synopsis. This waiver of competition
for the procurement of technical services was granted under the authority of
Section 904 of the International Security and Development Cooperation Act of
1985 and, inter alia, was based upon AMEG's familiarity with the project
design requirements, institutional environment and significant comparative
advantage in initiating early and effective implementation. The same
considerations remain substantially valid. In addition, the contractor
personnel's intimate understanding of program requirements and operating
environment as well as their relationships with critical project counterparts
would make changing of the contract both programmatically inadvisable and
financially costly.

Were different cast of contract personnel to be introduced at this time, it
would significantly set back project implementation, reduce project momentum
and impair US Government interests and objectives.

In 88 State 013429, AID/W concurred in your use of Section 904 of the ISDA Act
of 1985 and Continuing Resolution (FY 1988) to amend the AMEG contract on a
non-competitive basis. It is to be noted that AID/W stated "they believe"
that extension should be 1imited to an additional six months. The contract
period now is through August 1989. There is no need to extend it until after
the approved redesign has occurred.

We recommend that the contract funding level be increased to $33,500,000 to
permit the obligation of FY 1988 Commodity Export Project and Afghan
Humanitarian Relief Project budgets.

RECOMMENDATIONS

1. That you execute the attached Project Authorization Amendment increasing
the 1ife of project amount of the Commodity Export Program by $5,500,000
to $30,000,000; and

2. By your signature below, yoil €xéercise the authority under Section 903 of

CUITLT UL L

amendment to AMEG from $23,960,000 to $33,500,000 and waive CBD notice.

APPROVmM
DATE:\—%‘/ KX

Clearances:
- RLA:SSpielman
- AID/REP:JGuhning
- 0/CC:JIMay

FEST AVAILABLE COPY



UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT

OFFICE OF THE AID REPRESENTATIVE

American Embassy
Islamabad, Pakistan

ACTIVITY AUTHNRIZATION

Name of Country: Afghanistan

Name of Activity: Commodity Export Program

Number of Activity: 306-0205

Amendment #1

Pursuant to the provisions of the Foreign Assistance Act of 1961, as
amended, the Commodity Export Program was authorized on August 8,
1986 with a 1ife of project funding of not to exceed $24.5 million
in grant funds. This authorization is being amended to increase the
1ife of project funding by $5.5 to a new level of not to exceed $30
million in grant funds, subject to the availability of funds in
accordance with the AID/OYR allotment process, to assist in
financing certain foreign exchange and local currency costs for the
Project.

A11 other terms and conditions as provided for in the original
Activity Authorization, except as hereby amended, shall remain in
full force and effect.

.1.D. Representative
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